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CLEVELAND, ©. 


A term used in an article in your maga 


ro seemed to me 


ZING several months ag 
both graphic and suggestive of a line of 
investment thought. That was “bridge 
stocks” 


nies... . Which ought to carry over pretty 


referring to equities of compa 


good earnings from war time to peace. It 
seems to me that many corporations mak- 
ing consumer goods of the most general 
use, or producing foods and food materi 
als, come under that heading. Manutac 
ture of durable goods of the heavier kinds 
may experience a sharp contraction im- 
mediately after hostilities end. There may 
be a surplus of machines and a large sur- 
plus of structural material, partly to be 
reclaimed from temporary war plants. 
But ordinary things, of which the entire 
world will be short, should find a ready 
demand, perhaps for several years. 


NN. 5. A 


ECHARLESTON, & €. 

So much discussion as | find in broker 
age house letters, Tie Excuance, and 
elsewhere of low-priced stocks is very 
confusing. My small investments must be 
made in stocks selling fairly low in price 
for a reason that is commonplace. The 
feeling of ownership is more real when 5 
shares are bought for $100 than when the 
same money buys only 2 shares. Isn't such 
a feeling natural? Besides, low-priced 
stocks—I am thinking of good ones—can 
rise further than others which are already 
high in price, and the ownership of 5 


instead of 2 shares, or their multiples, 


certainly oflers a better chance of increas 
ing one’s principal. Low-priced stocks, 
when no definition of exactly what “low- 
priced” refers to, are being disparaged too 
much. 


O. kK. Hi. 


MEDIA, PA. 

1 own bonds of these railroads (the 
bonds named were of three roads in 
process of reorganization). While none ts 
now paying interest, all have advanced 
15 per cent or more since they were 
bought, and the rise of price tempts me to 
realize the consequent profit. Still, if the 
bonds are to return to an interest basis— 
themselves or their equivalent in new is 
sues—discretion would indicate they had 
better be kept. What is your suggestion 
about the proper decision to make? 

i pee 

Eprror’s Nore: The Interstate Commerce 

Commission passes on plans of reorgan- 

ization for the roads. The position of the 

bonds in) the programs can be ascer- 


tained by looking them up in. statistical 


manuals, a by getting = assistance trom 


a Stock Exchange firm in examining the 
facts. THe ExcHance’s province docs not 
include analysis of individual securities. 


PEeRGES CITY, Ms 4. 

An assist with this problem would be 
appreciated—and the human side of it 
you might find interesting. A young 
woman, whose husband-to-be sold out his 
paint shop when selective service called 
him, wants to invest her earnings from a 
War job so as to have moncy to buy the 


shop back again, or another like it, when 





Letters to the editor, in whole or in part, are presented here as a contribution to current 
- discussion of investment, economic and general financial subjects of public interest. 


the lad comes home. She asks me about 
securities to buy, thinking, of course, to 
have her money grow. This don’t look 
like the thing to do, taking any risk at all 
in so serious a purpose. Stocks always ap- 
peal to me, for my money, but not for 
hers .... Or have you a different idea? 
Eade ©: 
Eprror’s Nore: A banker, we feel sure 
would advise the voung woman to make 
deposits in a savings bank, or to consider 


United States War Bonds if she felt that 
the money must be invested in securities. 


NEW YORK CITY 

Do you stop to think what is happening 
to much of the “excess disposable —in- 
come’? Government people worry 
about the inflationary effects of high wages 
and a declining amount of “consumer 
goods” to spend them tor. Well, you know 
as well as I do that actual food costs are 
away higher than what wholesale indexes 
show they ought to be. That’s where mil- 


lions and millions of “disposable income” 
are going—into the food markets. The 
economic worriers will take notice of this 
tendency some day, and perhaps allow for 
it in their solemn tabulations. 


D. I. L. 
ST. LOUIS, MO. 


The bulk of stocks bought this year have 
been paid for in cash, so I read. Quite a 
point has been made of this situation, but 
when the set-back of April 9 occurred, 
stocks were pressed for sale just as though 
they had been held on margin. How 


come? M. D. 
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apne statistics are included in an 
article in this issue of THe Ex- 
CHANGE Which must provoke thoughtful 
consideration by individuals and cor- 
porate investors, and especially by peo- 
ple engaged in the securities industry. 
The figures, found on pages 8 and 
g, show that between the first quarter 
of 1g29 and the fourth quarter of 1942 
the number of recorded stockholders in 
50 typical companies listed on the Stock 
Exchange increased 127 per cent. 

No less significant than this percent- 
age-growth of a dollars-and-cents public 
interest in American business are the 
stockholder totals, of themselves. From 
1,647,680 stockholders in the 50 com- 
panies fourteen years ago, the aggregate 
has risen—through a period containing 
a great business depression—to 3,740,- 
082. The exhibit affords an impressive 
public endorsement of the corporate 
system for employing surplus earnings, 


whether for income on investments or 


APRIL. 





with the design of acquiring capital 
gains. 

When it is considered that 50 corpora- 
tions constitute only a small segment of 
the thousands of companies with stock 
outstanding in this country, it becomes 
evident that our free enterprise struc- 
ture is deeply imbedded in the financial 
consciousness of the people. Money ex- 
changed for stocks is money put at the 
disposal of private corporate manage- 
ment to be used with intelligence for 
the making of profits. The buyer of 
common stocks believes that he is in- 
vesting intelligently when he selects 
equities for which to exchange his 
money, and abundant sources of infor- 
mation exist that the investor may have 


recourse to before making his selection. 


Not Designed for All 


But investment in corporate common 
stocks, despite figures revealing a wide- 
spread participation in such securities, 
is not the kind of investment that should 
appeal to everyone. It is not the kind of 
investment for individuals whose finan- 
cial knowledge may be contained chiefly 
in a grasp of the stability afforded by 
a United States Government bond, a 
savings bank account, an account in a 
savings and loan society, a life insur- 
ance policy, or a mortgage on sound 
property in their own neighborhoods. 

Aptly put, the money used to buy 
common stocks in “risk capital,” and 


such an investment is designed for per- 


1943 





sons whose resources and temperament 
permit them to take risks with the intent 
ot receiving a higher return than is 
offered by the more stable categories of 
investments. 

A recitation of such truisms as these 
seems apropos at a time when the secur 
ities market is reflecting satisfaction over 
domestic industrial activity and the state 
of employment, and over the major 
military trends. Confidence has marked 
American thought and emotions for 
some time, a confidence which looks at 
the national horizon as well as at the 
nearby landscape and sees, out there 
after the war shall be won, our tradi- 
tional system of enterprise and equal 
opportunity not only preserved but 
strengthened. 

The enlargement of stockholder lists 
supplies a record of the confidence 
which risk capital is expressing in the 
future. Those who seek to register their 
approval of the prospect. by buying 
stocks need to make allowance for un 
foreseen elements of the future, and the 
present as well, and in order to do so 
the digestion of much information is 
essential before venture capital is set 
to work. 

Free markets are open to all, as they 
should be; free access to pertinent 
facts about any listed company is also 
available to all. Listing statements, giv 
ing much detail about a corporation's 
assets, markets, management and _ past 


earnings, are filed at the Stock Exchange 








nd are public examination and 


I 


open to 
comprehensive study. 

\ Stock Exchange requirement priot 
to the listing of a securities issue is that 
shall 


| 
Pel iodically 


the listed corporation envyage to 


make public those signifi 


int facts about its business, markets, 


Management, earnings, etc., Which aid in 


| | ore 
shaping imvestment yudgments. Statis 
YCHNCICS gather a Vast array of Col 
: 7 , 

porat facts together im manuals, and 


Iso provide current information in 


great variety and detail. Newspapers 
and periodicals lay a wealth of business 
news and analyses before the public eve. 

Every member firm of the Stock Ex 
change has the facilities, or may quickly 
supply them, for thorough research into 
a listed company’s situation when a cus 
should know 


tomer seeks the facts he 


thoroughly before — exchanging his 
monev for a stock certificate. 
The securities industry has reason to 
| 


feel that advances in research technique 
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and the generous assistance extended to 
customers in acquiring judgment-form- 
ing business statistics have, in recent 
vears, been important factors in the 
widening of ownership of American 
business. 

In affording service of this kind, a real 
responsibility is laid upon the shoulders 
of the securities brokerage community. 
No broker, of course, may be expected 
to make the ultimate decision for a cus- 
tomer in regard to the purchase of par- 
ticular common stock, but a service ob- 
ligation exists to supply the facts upon 


which reasoned decisions may be based. 


Basic Information 

Free markets imply a freedom of 
selection on the part of market partic- 
ipants. Trade-marks guide the buyer to 
a choice of household necessities 
symbols of worth, dependable quality 
and long usage. By much the same 
token, a guide in the choice of securities 
to fit the resources and needs of buyers 
is to be found in the wealth of informa- 
tion about corporations which brokers 
may supply and explain to customers 
securities are 


when commitments in 


ce mtemplated. 


Disposal of Earnings 
From War-Year 
Output 


HE chart on this page affords a 
graphic description of the division 
of the 1942 earnings of Pullman In- 
corporated, a company which ended the 
vear with its manufacturing facilities 
engaged 95 per cent for war materials’ 
production in 1943. The contrast of the 
charted items, detailing where $312,500, 
000 gross earnings went, if not sympto- 
matic of the experience of all American 
corporauions on the road to Victory 1S 
at least symbolic of corporate results in 
these times. 
The chart was reproduced from the 


Pullman annual report. 
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FREDERIC LEWIS 


TEEL, often a “prince” in Andrew 
Carnegie’s favorite metaphor when 
furnaces and mills are running full—but 
a “pauper” in periods of indifferent 
general business—once again presents 
a puzzle to investors. The problem of 
steel today, however, when demand ex- 
ceeds theoretical capacity, centers less 
in the present than in the future. From 
the securities market vantage point, it is 
colored by apprehensions such as these— 
Fear that in the post-war years the 
steel industry may yield a large share of 
its normal markets to the aluminum, 
magnesium and plastics industries. 
Fear that the increase in ingot-mak- 
Ing capacity to 97,000,000 tons this vear 
from 81,800,000 tons in 1939 may spell a 


low operating rate when temporary 











A STUDY 
IN APPLIED 
ECONOMICS 


By Sidney B. Lurie 


USHING 


war demand ceases to swell output. 

Fear that after the war intensive intra- 
industry competition, with resultant 
price cutting, may result in unprofitable 
Ope rations. 

On examination, however, there ap 
pear to be a number of constructive 
offsets to dismal thought. For one thing, 
the steel industry should have relatively 
few conversion problems when peace 
returns, and it will derive greater than 
average benefits from the relief pro 
vision of the 1942 tax law. Secondly, 
without denying the competitive threat, 
there are grounds for believing that it 
has been overemphasized and ebagger- 
ated—particularly with respect to the 
early years of peace. Thirdly, bearing in 


mind the deferred demand for. steel 






now being accumulated. it is interesting 
to note that given a national income ot 
$y5,000,000,000, the Same as 1 1O41, and 
the 1935-41 relationship of steel pro 
duction to national income, the output 
in a prosperous post-war year theoreti 
cally would be about $8 per cent ol 
present capacity, 

In a word, it is quite possible that in 
vestor realism as regards the steel stocks 
has been carried to an extreme and that 
the industry may provide one of th: 
big industrial surprises of the post-wat 


Vears. 


The Competitive Theat 
In the past year, public imagination 
has set on two factors as indicating that 
steel has — lost cOMpclitlve posiuon 
among the nation’s manufacturers: 

War demands on steel have been so 
great that other products have com« 
into use, and many of these substitutes 
may prove more than adequate in 
peace time. 

The tremendous technological rar 
velopments of World War II have em 
phasized new materials whose enlarged 
peace ume capacity will press on the 
steel market. 

At first glance, the potential threat 
appears to be a real one—what with 
fibre and glass containers being used in 
place of cans, and engineers talking of 
vast’ post-war uses for the new light 
metals. On closer scrutiny, however, 
there are a number of offsetting con 
structive considerations, the net of 
which presents a more encouraging 
picture. 

Even the war-stimulated productive 
capacity of new materials should be far 
less than the demand for steel in a 
normally good year. Against 1935-39 


average annual — steel production Ol 
46,600,000 tons, we are building an 
aluminum capacity of about 1,000,000 
tons and magnesium capacity of only 
350,000 tons. Steel is probably the cheap 


est. structural material available to in 


dustry on a cost per pound or strength 














per square foot basis. Aluminum sells 
for 15 cents a pound and magnesium 
22', cents a pound, in the ingot, 
whereas the composite price of finished 
steel is only 2.3 cents a pound. Aside 
from the fact that  steel’s inherent 
strength and stability give it many fab 
ricating advantages, the industry after 
the war will be able to merchandise 
its war-born developments in high 
strength-weight ratio steels, advances in 
protective coatings, etc. 

That steel will lose part of its market 
to new materials in the next decade 
goes without saying; but it does not fol 
low that at the industry has become ob- 
solete. The writer is more inclined to the 
view that post-war competition will be 
slow to make inroads on steel, for this 
mature industry may take away as well 


as give. 


Deferred Peace Time Demand 


Probability that the steel industry's 
post-war outlook is brighter than is gen- 
erally appreciated is also indicated by 
the fact that a deferred demand for 


steel is being accumulated in a number 


STEEL DISTRIBUTION BY 


1942 
C ¢ 

Repay kk we 1.8 
Automotive . . ...««« 3.6" 
Comstfiiction .. « . « » « 16.8 
Containers Se a ee ee 6.3 
Purmitife .... « © «= » « 4.4a 
Machinery ay ee ear eee 45 
Oil, Gas eae ae Zz 
Maroges .« « « « 2 * & @ 7.0 
Shipbuilding . .. . .. .. 16.3 
Exports OS ed ae ag ees 16.9 
AlbOthers} . « «© «© © » « 17.9 


CONSUMING INDUSTRIES 


194 1940 1939 1929 
% 07, a9) % 
ae 3.3 3.6 6.7 
15.8 16.4 >] 16.0 
16.4 14.3 15.6 18.8 
7.4 6.3 7.6 4.2 
>.9a 4.7a 3.0 iS 
5.4 4.8 4.4 
4.7 3.9 4.7 8.9 
9.6 8.3 8.3 17.7 
4.7 Pel 1.3 0.8 
9.7 16.6 6.7 5.4 
17.7 19.3 30.4 15.6 


t Normally a rough measure of takings by consumer durable goods industries. 


* Including aircraft. 


a Included in pressing, forming and stamping—the 


source of 1.7 per cent of 1939 steel demand. 





of normally important consuming chan- 
nels. For example, based on the pre- 
war rate of growth in registrations and 
replacement demand, the automobile 
industry may have two years or more 
of prosperity ahead of it when peace 
returns. And, significantly for steel, 
the 1942 model probably will be the 


talked 


about aluminum — magnesium — plas- 


first post-war car; the much 


tics automobile apparently will reach 


the market slowly, by evolution rather 


than revolution. Secondly, there should 
be a large post-war demand for steel 
from the railroad industry as the result 
of a combination of excessive wear and 
tear during the present emergency as 
well as obsolescence, an improved abil 
ity of the carriers to purchase necessary 
equipment and a large export demand 
as was the case after World War I. 

A similarly promising prospect, on 
balance, can be found among the other 

(continued on page 14) 





DETAILED EARNINGS, DEPRECIATION, ETC. OF PROMINENT STEEL COMPANIES 
IN 1942 WITH COMPARISONS OF SIGNIFICANT STATISTICS 


1942 EARN. PER SHARI DEPRECIATION RATIO DIVIDENDS 
Conting. P.W.TAX EARN. PER SH. PER SH. COM. PRICE x EARN'S. PAID 

Reptd Reserve (a) Refund (b) 194] 1940 1942(c) 1937 1942 1939-42 1942 1941 
Alleg.-Ludlum $3.71 $0.79 $1.28 $3.86 $2.78 $1.62 $1.07 6.7 8.4 $2.00 $2.25 
Amer. Roll. Mill 2.00e NA NA 3.21s 1.96 NA By, 7.0 7.1 1.00 1.40 
Bethlehem 6.32 3.35 4.09 9.35z 14.042 1215 5.42 10.4 7.4 6.00 6.00 
Crucible 7.26 774 5.60 12.96y 10.24 10.77 3.66 5.0 a4 2.00 1.00 
Inland 6.57 1.22 1.20 9.08t 8.87 4.78 3.19 11.1 9.3 4.50 5.00 
Jones & Laugh. 4.60 0.62 £5 10.85r 5.60 11.85 6.81] 5.4 4.7 2.00 1.35 
National 5.41 0.91 0,94 7.79 6.83 5.69 2.39 Lis 9:5 3.00 3,25 
Republic 2.67 0.53 ().24 3.87u 3.32u 2.92 1.90 6.7 6.4 125 2.00 
U.S. Steel 2 o> 2.87 Le 10.45, 8.85 14.22 6.99 10.5 8.5 4.00 4.00 
Wheeling 4.6] NIL 0.83 11.71w 6.58 9,26 9.66 4.8 3.0 1.50 2.00 
Young. Sheet & T. 5.66 1.94 1.31 9.13x 5.95 7.16 4.15 6.5 6.4 2.50 3.00 
(a)—Deducted trom earnings. (b)—Credited to earnings, includes debt retirement credit. (¢)—Includes amortization of emergency facilities. (e)—Estimated. 


r—After $1.60 per share reserve. = s 
reserve. z—After $2.72 per share reserve in 1941 


NA—Not availabk 


After 70¢ per share reserve. t 
v—After $2.87 per share reserve in 194] and 80¢ 


After 55¢ per share reserve. u 
in 1940. w—After $1.03 per share reserve. x 
and $2.70 in 1940. 


After 35¢ per share reserve in 1941 and 27¢ in 1940. 
After $1.19 per share reserve. —y 


Atter 90¢ per shat 











STOCK EXCHANGE 
FIRMS GO ALL OUT 
TO RAISE FUNDS 
FOR UNCLE SAM 


IVE a man a dificult but specific 


task to do and his capabilities rise 
to meet a challenge with a sharper in- 
terest than when the enterprise has no 
boundaries. 

The truism is called forth by phe- 
nomena surrounding the Second United 
States War Loan sales campaign. 

The sale of War Bonds, Series E, F 
and G, is a continuous process which 
has been proceeding for some time with 
well-oiled machinery . a boundless 
undertaking. The distribution to in- 
vestors of $13,000,000,000 Bonds of the 
Second War Loan in a single, time- 
limited transaction requires enthusiasm, 
concentration and labor ... a huge, spe- 
cific “job of work.” 

. That the New York Stock Exchange 
and member firm community has risen 
to meet the challenge afforded by this 
largest piece of financing in the world’s 
history is evidenced by many signs. 


As a straw showing how the wind is 





blowing, the small folder reproduced 
at the head of this page (in black and 
white, instead of the red, white and 
blue of the folder itself) supplies graphic 
evidence of the national organization's 
zest for the Bond selling campaign. 
Designed as a “mailing piece”—a re- 
minder to investors to be slipped into 
letters going out from Stock Exchange 
and member firm ofhces—the demand 
for it taxed a New York printing com- 
pany’s facilities. In ten days after the 
Stock Exchange offered the folder in 
quantity to member firms at cost, or- 
ders poured in for nearly 200,000 in lots 


running from 1,000 to 20,000 each. 
Part of Sales Machine 


A slight “interrupter” of a correspon 
dent’s thoughts? Rather, a small cog 
in the machine of national publicity for 
the Second War Loan which the Stock 
Exchange, its members and member 
firms launched into the fast-moving 
current of the campaign. Another cog 
of more significance in its impact upon 
the eyes and minds of readers is the na 
tional advertising undertaken under the 
auspices of the Stock Exchange and the 
Association of Stock Exchange firms, 
employing approximately 100 daily 
newspapers in 33 cities from Maine to 
California, from the Canadian border 
to the Gulf of Mexico. 


‘Firms 


A T,Q000 


dominating any newspaper page where 


agate line advertisement, 


it appears, is arresting ... and runs into 
money. The thousands of dollars in 
volved were subscribed voluntarily by 
member firms through the facilities of 
of Stock 


found its 


the Association 


Exchange 
which members in 
hearty approval of the plan, reflecting 
in a highly practical way the donors’ 
determination to see the Bond sale go 
through successfully. The emphasis of 
illustration and copy was laid solely on 
the sale of the Government issues, and 
without cost to the Government. 

The first advertisement is reproduced, 
with slight modifications due to space 
requirements, on the back cover of this 
issue of Trt Excu ance. 

Supplementing the joint Stock Ex- 
change and member firm advertise 
ments, groups of brokers in several cities 
have inserted large-space “ads” in local 
newspapers, promoting the War Loan 
Win 


dow displays are in use in certain lo 


issues and War Savings Bonds. 


calities where brokerage offices, on the 
ground or second floors of office build- 
ings, lend themselves to publicity for the 
passerby. 

Along with banks, investment bank 


ers, insurance companies, business cor 


At 





porauons, over-the counter brokerage 


firms and other organizations which 
are supplying the army of salesmen for 
Uncle Sam, Stock Exchange firms re 
ceive no Federal compensation for the 
sales etfort. 


Salaries are paid by employers as 


usual. A circular sent by a Stock Ex 
change firm with 22 offices to its cus 
tomers carried this information: “As a 
part of our contribution to help insure 
the success ot this Second War Loan 
Drive, we have allocated a certain sum 
of money to compensate all of our rep 
resentatives who secure subscription of 
individuals’—a special commission in 
centive for active leg-work in bringing 
investors’ the 


individual money 


United States. 


Into 


Treasury of the 


Broad Gauged 


Nationally, Stock Exchange and mem 
ber frm effort in point of personal sell 
ing and organized advertising has never 
betore equalled the Second War Loan 
undertaking. 

Partners are prominent in the direc 
tion of the campaign. Stock Exchange 
people help man the big battery of tele 
phones al the New York Federal Re 
serve Bank, the wires of which. are 
bringing in millions of dollars of sub 
scriptions. Salesmen of brokerage firms 
are taking subscriptions in hundreds of 
cities and towns from coast to coast. 

To 
Stock Exchange member firm activities 


seem to be 


many people in the larger cities 


mils concentrated in the 
othces they see in New York, Chicago, 
Boston, and other centers of large pop 
The 


“coverage” of the nation is far 


ulation. fact that the Stock Ex 


change 
broader than this records the scope ot 


Many 


751 branch offices are located in 


the community's sales facilities. 
ol the 


relative small cities and large towns. 


These together with 542 main offices, 


and thousands of partners and em 


ploves, carry the message Into 45 States, 


District of Columbia, Hawai. 


the 





Market Setting an Aid to Bond Sales 


PEAKING under auspices ot the 


War Finance Committee in St. 


Louis on April 12, as the Second War 
Loan campaign was launched in that 
area, Emil Schram, President of the 
New York Stock Exchange took OCCA- 
sion to examine market conditions as 
an aid to War Bond sales. 


Hy 


“It is a source of special satisfaction 


said, in part: 
to know that the financial atmosphere 


has been improved during the last 
eleven months, due largely to the be 


The 


public’s appraisal of the money value of 


havior of our securities market. 


COrporal stocks and bonds listed on the 
New York Stock 


creased since the end of April, 1942, up 


Exchange had in 
to the first of April, 1943, by about 
$15,000,000,000, This not only enlarges 
the buying power Of some = 15,000,000 
security holders of America, but it  re- 
ects emphatically our confidence aris 
ing out of the progress which we are 
making in the war. 

“The 


pressing their profound concern in the 


investors of America, after ex- 
months directly following Pearl Har 


bor, are now certain not only that the 


United Nations will win the war but 
that our system of individual enterprise 
will be revitalized by the victory. That 
is the story which the rise in the price 


of securities has been telling. 


Brokers’ Loans Lou 


“It is significant and gratifying that 
the increase in the volume of trading 


and the rise in prices has not been ac 


companied by any enlarged demand of 
consequence Upon the nation’s credit re 


sources. Brokers’ loans as of the close 


of business on March 21, last, 


) 


were only 


] 


about 4/5 per cent as large as they were 


in 1g2g. Except with periods of Gov 


ernment financing, such loans 





have 




















been largely stationary during the last 








fifteen months. 








“Thus the organized securities mar- 








kets are contributing to the ability of 











investors to buy bonds without com- 








peting with the Treasury for available ° 








credit. It is obvious, also, that the finan- 

















cial markets are not attracting any sub- 








stantial new money which could be 

















used for the purchase of Treasury. se- 
curities. The flotation of new corporate 
securities has been greatly reduced. In 
fact, there has been a small decrease in 
the aggregate amount of seasoned cor 
porate securities in which investors may 
place funds, because as corporations re 
tired certain of their stocks and bonds 
they did not replace them with a cor- 
responding quantity of refunding is 
sues. In other words, the supply of 
corporate securities is definitely limited. 
There is no bottomless supply of stocks 


and bonds such as we had in the 1920’s. 


Price Improvement 


“A year ago if an investor in stocks 
or other risk securities had a desire Lo 
United 


would in 


transfer his funds into States 


Treasury bonds, he many 
CASes have been able lo do SO only at 2 
financial sacrifice. Today, he often is 


sell 


a profit. But this is not all. 


able to his corporate stocks and 


bonds at 
Thev are now readily salable, whereas 


not so many months ago it frequently 


Was necessary to wait for buyers to 


avoid price sacrifices. It is evident, 
therefore, that a broad, active market is 
a necessary facility in the success of 
the Government's financing—an even 
greater bulwark than it was in last De 
cember’s successful campaign. 

“The Government is obliged to levs 
a heavy toll in taxes, and it must con 


tinue to ask every man, Woman and 


child to save for the future by investing 


in Government War Bonds.” 
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a the several presentations 
of listed common stock exhibits 
which have been made by Tue Ex 
CHANGE from time to time, dividend 
records and the ages of corporations 
have been featured. Last month the 
emphasis in a tabulation of 40 sampled 
stocks was especially laid upon divi- 
dend performance over a 15-year period 
of a group selling as of March 1 under 
$25 a share. In the accompanying table, 
the investor will find similar informa- 
tion for 40 other stocks, but the exhibit 
may be approached from an angle that 


is not solely circumscribed by statistics. 


Intermediate Range 


Stocks selling for the most part from 
$30 to $44 a share may be rated as in a 
middle-priced range . . . well below 
such issues as American Telephone & 
Telegraph, International Business Ma 
chines and du Pont, but above the 
stratum of what have been designated as 
“low-priced” equities of late in news 
paper and brokerage house letter dis- 
cussions. The angle from which pro 
spective investors and traders consider 
them is different from the position taken 
toward stocks in the $20-per-share ter 
ritory or lower. 

It is different, to a degree, because of 
prices. Many of the stocks named in 
the table were, of course, in the low 


(continued on page 16) 





Stock 


Alleg. Ludlum Steel 
Allis-Chalmers 

Amer. Agri. Chemical ( Del.) 
Amer. Brake Shoe 

Amer. Car & Foundry 
Anaconda Copper 


Armstrong Cork 


Bendix Aviation 
Bigelow-Sanford Car. 
Cannon Mills. . 
Cerro de Paseo 
Cluett-Peabody 


Commercial Credit 


Com. Investment T. 
Continental Can 
Continental Oil 
Crucible Steel 
Eleetrie Auto L. 


Electrie Storage B. 


Freeport: Sulphur 

Gen l Amer. Transp. Corp. 
General Foods 

Grant (W.T.) 

Green CH. LL) 

Howe Sound 


Industrial Rayon 


International Nickel 
Kennecott. Copper 
Libby-Owens-Ford 
Mack Truck 

Melville Shoe 
Montgomery Ward 
New York Air Brake 


Pullman Incorporated 
Saleway Stores 
Stand. Oil of Cal. 
Swift) International 
Texas Gulf Sulphur 
Woolworth F. W.) 


Youngstown S. & T. 


Began dividends in 1935. 


FIFTEEN-YEAR 


} ear 
Company 
Organized 


1900 
1901 
1893 
1902 

699 
1895 


1860 


1924 
1854 

887 
1915 
1901 


1912 


1908 
1913 
1920 
1900 
1922 


1888 
O00 


1913 
1916 
1895 
1906 
1932 
1903 


1925 


1916 
1915 
1916 
1916 
1894 
1872 


1890 


1867 
1914 
1879 
191s 
1909 
1879 


1900 


Vo. Years 
Div. Paid 


Since °27 


12 
12 

9 
15 
11 
13 
12 
10 
15 
14 
15 
14 


15 
15 
9 
6 
14 
15 


15 
15 
15 
15 
15 


12 


13 
| 
13 
15 
15 
10 


15 
15 
15 
15 
15 
15 


DIVIDEND 


RECORD 


Yrs. Div. 
Omitted 


Since (27 
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COMMON STOCKS IN MIDDLE-GROUND PRICE 


AREA ON THE NEW YORK STOCK EXCHANGE 


Issues Selleng from $25 to $45 a Share 


Dir 
Paid 


1942 


<2.00 


aw 
Hu 


2.00 


0 


tuo 


2.00 


2.00 


00 


Dividend declared in L9tL but paid in February. 1942 
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S TOCKHOLDER INCREASE IN 50 LIS 








RE-DISTRIBUTION © ot 


and il 


stock 
holdings, consequent in- 


crease of stockholders, of American 
cOorporauions has been In progress tor 
a number of years, producing records 
which lend themselves to study colored 
by recognized tendencies of the times. 

Prior to the 1930's, cynical market 
comment often referred to the distribu- 
tion of large holdings from a few own 


transfer “from the 


ers tO Many as a 


strong to the weak.” The phrase im- 
plied that) speculators—individuals or 
groups—took their profits on a market 
which had scored an extensive advance, 
feeding out stocks to eager buyers who 


paid high prices for them. 


The distribution of the 1930's oc 
curred, however, while prices were 
relatively low most of the time ... ex 
cepting 1933, 1936, and part of 1937. 


Much ot 


from known sources of ownership, oc 


the traceable re-distribution, 
curred either in declining markets, or 


at price levels that were low in com- 


parison with parallels of the 1920's. 
Sales from such known sources in 1940, 
ig4t and in the first half of 1942, were 
transacted, in great part, on a definitely 
retreating price front. 

The 


ply, were 


“strong,” if the word could ap- 
not selling through those 
vears, nor in earlier ones, either, in or 
der to realize fat profits. Selling was 
governed largely by necessity. Rising 
taxes, low individual and corporate in 
business 


comes during an indifferent 


period, and hnally, the necessity for 


England to convert American securities 


Into cash tor war Purposes, acted to re- 


verse the technical market situation. 


Percentage Increases of 
Cc 


Stockholders by Periods 


1930 1940 
to to 
1942 1942 
Cc % 
du Pont 161.3 14.1] 
General Electric 252.6 4.7 
Procter & Gamble 202.8 15.] 
Union Carbide 139.2 6.6 
Union Pacific 12.4 6.7 
Woolworth 203.3 11.9 


The strong buyers became the gen- 
eral public; the weak holders became 


those who, for one reason or another, 





127 PER CENT IN 14 YEARS— 


needed cash instead of stock certifi- 
cates. The table is symptomatic of the 
result of new economic forces finding 
active exercise, coincident with an in- 
crease of public knowledge about 
stocks and a widened desire of investors 
to OWN corporate equities, 

The record represents the announced 
numbers of stockholders of the several 
corporations in the first quarter of 1930 
and in the fourth quarter of 1942 (as 
respects the first column), and in the 


1940 


quarter of 1942 (the second column). 


first quarter of and the fourth 


The larger table on page 10 discloses 


the totals of owners of twelve promi- 





PERCENTAGE INCREASE OF 


STOCKHOLDERS BY PERIOD 






























































"252.6% 
GENERAL 47%1  WOOL- 1.9% 
ELECTRIC WORTH 
1930 - 1942 1940/42 1930-1942 1940/42 
"202.8% 7161.3 % 
PROCTER 15.1% EI. 114.1% 
& 
GAMBLE ¥ DU PONT 
1930-1942 1940/42 1930-1942 1940/42 
139.2" 712.4% 
UNION -6.6% | UNION +6.7 % 
CARBIDE PACIFIC 
1930-1942 1940/42 1930-1942 1940/42 
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NUMBER OF STOCKHOLDERS 
50 TYPICAL LISTED COMMON STOCK 


IN 
ISSUES 





(MILLIONS) 














nent common stocks listed on the New 
York Stock Exchange, including those 
contained in the smaller array. 

In all of these issues either “second- 
ary distribution” of large blocks oc- 
curred in 1940, 1941 Or 1942 outside the 
Stock Exchange, or “special offerings” 
were transacted through Stock Ex- 
change facilities during 1942. Many 
were effected, it will be 
1940-41 


British Government, while during 1942 


“secondaries” 
recalled, in in behalf of the 
such sales were supplemented by many 
“specials” for private owners. It may 
logically be assumed that the disposal 
of blocks of stocks under these methods 
—the parcelling out of substantial lots 
held by a few owners among numerous 
buyers—contributed extensively to the 
widened ownership of American  in- 
dustry. 

Sales of blocks of F. W. Woolworth 
Company shares may be examined with 
this thought in mind. During 1941 
three secondary sales were announced: 
45,000 shares on January 21; 50,000 
shares on March 28; 50,000 shares on 
June 5. On April 29, 1942, 20,000 shares 
were disposed of, and a special offering 
on the Exchange accounted for 20,000 
more on September 28 .. . 185,000 shares, 
all told, accompanied by an increase of 
nearly 12 per cent in the number of 
Woolworth stockholders reported for 
the two years. 

The supposition that secondary and 
special offering would always tend to 


swell stockholder lists cannot be proved 


by any isolated case, however, as the 




















FIRST QUARTER ALL OTHER TEARS FOURTH QUARTER 














In connection 
and Pure Oil 


exhibits, for example, there were fewer 


large tabulation shows. 


with the American Can 


stockholders at the end of 1942 than 
at the beginning of 1940 despite second- 
ary or special offerings of blocks of the 
stocks. 

The practical fact about changing 
stock ownership through auction mar- 
ket facilities is that the play of supply 
and demand, for many reasons, is con- 
stantly going on; the re-absorption of 
a block offered at any one time mingles 
with a flow of purchases and sales in 
ordinary daily transactions originating 
among thousands of persons, whose 
reasons for buying or selling are mani- 
fold. 

Study of the record indicates, neverthe- 
less, that special and secondary trans- 
actions on account of estates with taxes 
to provide in cash, or to enable a large 
owner to attain diversification, have 
been in recent years decided factors in 
ownership — of 


expanding — individual 


equities a process that is still in 
force. Using the average prices of Dow, 
Jones & Co. as a yardstick, it may be 


said that most of the buyers of stocks 


GRAPHIC BY PICK-S gummed 


sold in special or secondary transac- 
tions from 1939 to, and including, 1942, 
have seen their invested capital appreci- 
ate substantially. 

In late April, 1942, the Dow, Jones 
industrial average reached a low of 
92.92, from which level it has advanced 
until this month it went above 130. 

Whatever the composite of forces 
tending to increase the scope of com- 
mon stock ownership may be, impres- 
sive facts respecting such gains are 
contained in the following statistics, 
dealing with the shares of prominent 


corporal ions: 


Number of Stockholders in 
50 Listed Common 
Stock Issues 


Ist. Quar. 1929 1 647,680 
Ist. Quar, 1930 2,324,790 
Ist. Quar. 1940 3,636,778 
4th. Quar. 1940 3.659.644 
Ist. Quar. 1942 a; /e2se18 
4th. Quar. 1942 3,740,082 
The average stockholder increase 


since the end of 1929, over the cited 
period, was 60.9 per cent for the 50 


companies. 





A glance back into the record shows 
two phenomena which the tables do 
not disclose: the stockholder increase 


was somewhat uneven from year to 
vear, and a large increase occurred im 
mediately subsequent to the market col 
lapse of 1929. The second of these items 
might be considered surprising in the 
face of popular conception of specula- 


tive currents 1n common stocks. 


Large Margin Holdings 


\ high tide of stock ownership was 
established in 192g: as was said when 
the aftermath struck in, “Everybody 
had stocks” at the culmination of the 
bull market of the 1920's. The stocks 
were reputedly held by brokerage firms 
for their customers account, largely in 
“street names.” Yet the 50 typical stocks 
showed this: between the first quarter 
of 1929 and the fourth quarter of 1930, 
an increase Ot more than T,OQ00,000 Te 
corded stockholders—or 64 per cent— 


occurred. From the first 


quarter ot 
ig2y to and including the fourth quar- 
ter of 1931, the average gain in the 
number of stockholders of the 50 com 
panies Was No less than g5 per cent. 


Following these INcreases, the CX 


pansion of stockholders 


owning a 
recorded interest in the 50 corporations 
between the first quarter of 1931 and 
the same period of 1932, was close to 
350,000. 

These statistics are worth dwelling 
upon, not only for the implications they 
offer as a commentary on those de- 
pressed stock market days but by rea- 
son, also, of certain deductions as to 
later developments which they permit. 
It could be reasoned that a heavy vol- 
ume of stocks, owned on margin in 
192g, were transferred from brokerage 
firms’ names to customer names and 
retained. It could be assumed that this 
process had influence upon corporate 
stockholder lists in) 1930 and perhaps 


IN 1931. 


A Paradox? 


But a theoretical offsetting factor in 
that period could be ascribed to the 
state of the market. Theoretically, it 
was a poor time to hold stocks in there. 
Prices were dropping; the trough of the 
mer of 1932; traditionally, the “public” 
buys common stock when the excite 
ment of a bull swing is under way— 


paying the higher prices which “in- 


siders” have been waiting for in or Jer 
to “unload.” Yet, the poor market year 
of 1932 witnessed a substantial rise in 
the number of recorded owners of a 
half-hundred well-known corporations! 

Study of such technicalities as this 
may be carried further, on the basis of 
the 50-company picture. From the fourth 
quarter of 1932 to the fourth quarter 
of 1933, inclusive, the number of stock- 
holders declined. It will be recalled that 
the 1933 stock market was decidedly 
strong from February on to the late 
Summer; the furore for alcohol com- 
pany issues, after Prohibition went over- 
board, was instrumental in’ bringing 
about a sharp rise of stock prices. But 
stockholder lists showed a decline, as 
reflected by the 50-company group. 

Again, another stockholder decline 
occurred between the fourth quarter of 
1y35 and the corresponding period of 
1936. Bullish influences were strong, in- 
deed, in 19 36, but stocks were sold by 
investors and traders who were on the 
stock books prior to that year. 

These dips might cause some wonder 
about the showing of “stockholders of 
record” after the rising market of 1943 


shall have run its course. 





CHANGES IN NUMBER OF STOCKHOLDERS AMONG 12 ISSUES WHICH WERE SUBJECTS OF 
SPECIAL OFFERINGS OR SECONDARY DISTRIBUTIONS DURING 1941 OR 1942 


1930 1940 


1942 
Ist Ist ith Ist th 

Quarter Quarter Quarter Quarter Quarter 
American Can Company 12.709 29,237 28.824 28.828 28.839 
Borden Company (The). .....+ 2 « 8.873 i6.814 17.204 18.906 19.055 
du Pont de Nemours (E.1.) & Co. 26.849 61.514 63.467 68.716 70.159 
General Eleetrie Company 62.649 210.919 212.840 218.356 220.883 
General Motors Corporation 218.392 371.835 376.565 392.040 392.010 
Kennecott Copper Corporation 50.157 80.647 §2.083 83.506 84.394 
Procter & Gamble Company (The) 13.078 34.400 35.350 37.78 39.603 
Pure Oil Company (The) 25.007 29.594 30.129 29.1486 29.433 
Union Carbide and Carbon Corp... . |. 28.780 64.544 65.420 68.098 68.832 
Union Pacifie Railroad Company... . . 37,773 39.801 10.049 11.947 12.458 
United Fruit Company . 27.960) 36.505 36.562 37.428 37.596 
Woolworth (F.W.) Company 21.089 65.276 68.766 72.665 73.055 


























ESSENTIAL FACTS .. 


AND HOW TO 


ACQUIRE THEM 


Before Investing 


In Securities 


: MAY be stretching a simile a 
trifle to compare some of the fea- 
tures of this Spring’s national furore 


about Victory Gardens with investing 


n securities, but at least a parallel is 
possible, nevertheless. Never has there 
been such a demand for information 
about ways to grow vegetables as is evi- 
dent at present. Millions of gardeners 
who never had a spade or a hoe in their 
hands before are crowding the experts 
for facts about seeds, plants, soil culti- 
vation, fertilizers and insecticides. 

\ gardener would not turn a sod in 
his back-yard without knowing a great 
deal about the crops he hoped for. But 
many an investor in securities, particu- 
larly in common stocks, too often pro 
ceeds on the basis of someone’s offhand 
“Say so” or with the fallible guidance ol 
inspiration. As any seasoned investor 
knows, hit-or-miss selections of securi- 
ties are unnecessary because a wealth of 
facts about corporations may be ac- 
quired easily . . . both current and in 
respect to past performance. 

Where is adequate information on 
corporate earnings, assets, products, 
markets, management, debt if any, and 
other important items to be found? 
How may the facts be interpreted? 
What assistance may a prospective in- 
vestor secure in process of making a 
reasoned selection of a stock or bond to 


buy? 


Taking the questions up in order of 
the foregoing: 
The elaborate statistical manuals of 


Mood ‘S 


Poor's, Fitch's contain a wide corporate 


such agencies as Standard 
background and recent balance sheets 
and income accounts, along with the 
records of many past years; these are 
supplemented by periodic and current 
fact-rendering services of which one, or 
more, may either be found in any 
York Stock 


Exchange, or be obtained with a firm's 


member firm of the New 


aid on short notice. Statistical manuals 
are also available in many public libra 
ries and most of the banks. 

These sources of facts may be consid 
ered “basic.” inasmuch as they afford 
study of past records as well as recent 
ones. Basic, too, are the pamphlet re 
ports of the corporations, themselves, 
from which are derived the principal 
elements broadcast by the statistical ser 
vices. Quarterly 


reports of actual or 


closely estimated results of operations 





are also issued by prominent companies, 
and in case of railroads monthly figures 
of “net operating income” and other 
salient items are made public by the 
Interstate Commerce Commission. 
Leading daily newspapers publish a 
mass of statistical information derived 
from annual, quarterly and special re 
ports of corporations; while usually 
briefed, this news contains major facts 
about earnings and supplies a lead 
toward further study of the full reports 
which corporations are glad to make 


available. 


At the Stock Exchange 


Pertinent information respecting 
securities of corporations listed on the 
New York Stock Exchange . . 


by the Exchange 


. required 
is available for 
public inspection in the Statistical De 
partment, ti Wall Street, and at offices 
of the Securities and Exchange Com 
mission. This information embraces the 


annual reports of listed companies; 








their original registration documents; 
monthly reports on any material change 
in a corporation’s securities or the cor- 
poration, itself, and proxy statements. 

Besides much other information, in- 
terim financial statements are also avail- 
able there, along with corporation char- 
ters, bond indentures, prospectuses and 
by-laws. 

It could not be attempted here to 
describe all the sources of information 
useful in forming judgments about 
securities, for reproductions of formal 
earnings and asset statements appear in 
many magazines and statistical services. 
But the investigator who desires to get 
down to bed roots will find them in 


the foregoing media. 


Back to Sources 


The interpretation of facts to meet 
individual needs derives from study of 
source material. In order to arrive at 
an investment decision a co-relation of 
various pieces of information comes in- 
to play. Not all of them are to be found 
in financial or corporate statistics. As- 
sume, for example, that a group of rail- 
roads is to be examined for the purpose 
of selecting one as a subject for invest 
ment. If railroads of the South were to 
be selected, the investor would probably 
want to know in comparable form— 

What has been the trend of popula- 
tion and industries, into or out of, south- 
ern territory in recent years? 

What is the principal trafhe of each 
road centered in . coal, citrus fruits 
and vegetables, cotton or general lines 
of freight? 

If coal provides the bulk of a road’s 
freight, how steady is this business and 
how much of the gross receipts are con- 
sumed by costs ? 

Are there any nearby bond matur- 
ities and how does gross funded debt 
compare ? 

What is the physical condition of the 
road and how do the outlays for main- 


tenance compare with other roads? 


I2 


THE MORE SIGNIFICANT U. S. STEEL FACTS OF 1942 


WHAT WE RECEIVED 


for products and services sold 


WHAT WE DID WITH THE MONEY 


Wages, salaries, social security, and pensions . 


Taxes—Federal, state and local 


Products and services bought from others . 


Wear and usage of facilities 


Estimated additional costs caused by war . 


Interest on indebtedness ts 
Dividends on cumulative preferred stock 
Dividends on common stock 

Carried forward for future needs . 


1942 
$1,865,95 1,692 


$ 782,661,701 
203,755,157 
648,401,343 
128,161,530 

25,000,000 
6,153,392 
25,219,677 


34,813,008 


194] 
$1 ,622,355,922 


$ 628,275,135 
168,645,848 
579,640,279 
98 590,187 
25,000,000 

6,033,398 
25,219,677 
34,813,008 





STEEL PRODUCTION in net tons of ingots . 








11,785,884 56,138,399 
TOTAL  $1,865,951,692 $1,622,355,922 
30,029,950 28,963,018 


(From a newspaper advertisement of United States Steel Corporation) 





What has been road's cost over a pe- 
riod of years for moving a ton of freight 
one mile? 

The “transportation ratio”—the rela- 
tionship between gross earnings and 
haulage expenses—comes in for close 
scrutiny for obvious reasons. The in- 
vestment rating of the common. stock 
of a property which has to devote 
7y per cent of its operating revenue to 
its costs of moving traffic is plainly dif 
ferent from the rating of the stock of a 
road which absorbs only 50 per cent of 
gross in operations. The same reason- 
ing which would apply to stocks would, 
of course, have a distinct bearing upon 


the choice of bonds. 


Aid for Analysis 


When it comes to the finer economic 
aspects of railroad statistics the layman 
requires aid in interpreting figures, un- 
til a little practice has cleared up points 
which at first seem cloudy. 

In respect to industrial securities, an 
excellent start for delving into more in- 
timate facts would be a study of the 
table on this page. The United States 
Steel Corporation may be considered as 
representative of its industry; and a few 


days ago this company presented the 


tabled figures from its report on 1942 
Operations in a newspaper advertise- 
ment. 

No one requires training in either 
economics or statistical research to dis- 
cover the dominant facts about Steel's 
. and from these 
to other useful facts for analysis it is 


activities last year . . 


only a step to the complete reports of 
the corporation. 
Many companies are inviting inves- 


tors to send for copies of reports. 


Down to Bed Rock 


This is basic information which every 
potential investor who is considering 
buying shares or bonds needs, first of 
all. Research branches out from such 
items as these: per-share net earnings, 
gross, net profit “after taxes” as com- 
pared with 1941 and preceding years, 
reserves to date for war and after-war 
contingencies, etc. 

It happens that the Steel Corp. boiled 
down salient information from its in- 
come account so that the facts might be 
grasped almost at a look, but in pam- 
phlet reports for 1942 of other steel com- 
panies the same facts may be obtained 
as an introduction to broader scrutiny 

(continued on page 16) 
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1942 karnings of 652 Companies 
Show Decline of 2.8 Per Cent 


Final reports on 1942 results of the 
great majority of the corporations listed 
on the New York Stock Exchange re- 
veal some wide variations of net in- 
come. As was expected throughout the 
year, particularly after it became clear 
toward Autumn that deductions of huge 
taxes would have to be made under the 
still Revenue Act, profits receded con- 
siderably from 1941 returns of many 
groups. Yet the overall picture may be 
surprising to some. 

The $3,613,424,000 net income of 652 
listed companies receded only 2.8 per 
cent from the total reported by the same 
corporations for the preceding year. 

The recession was small despite the 
fact that only 6 of the 29 groups in the 
table below reported gains; the others 
stood under the 1941 showing, some by 
substantial margins. 

The railroads stepped into the breach 
with a net income rise of no less than 
74.5 per cent, and it may be noted that 
the $825,869,000 net here recorded was 
derived from 59 of 78 listed carriers 
whose reports have been issued. As 


railroading was generally profitable last 


year, the dollar total probably would 


be larger for all of the properties. 

The dollar aggregate was affected on 
the downside by the decline of nearly 
Ig per cent of automobile company 
earnings, representing a drop of around 
$50,000,000. Another group decline of 

larger amount occurred among the 
chemical concerns, with a falling off of 
19.2 per cent. As an offset to these two 
groups was the $1 14,094,000 of net earn- 
ings of foreign corporations, with a gain 
of 6.4 per cent. 

Amusement companies did well in 
the year, not only because of stimulated 


business at home but by reason of large 


transfers home by the moving picture 
industry of profits accumulated by 
branches abroad. The 26.7 per cent gain 
by this group with nearly all of the 
listed companies accounted for in the 
table—offered its own commentary 
upon the effect of war earnings upon 
the field of personal relaxation. 

The total of petroleum earnings was 
lower than in 1941, a not surprising de- 
velopment in view of the distortions of 
commercial trade channels caused by 
war demands for gasoline and lubri- 
cants. The retreat of steel and iron 
profits had been indicated by study of 


the pamphlet reports. 


1942 NET INCOME OF 652 COMPANIES 
HAVING COMMON STOCK LISTED ON 
THE NEW YORK STOCK EXCHANGE 


By Industrial Groups— 


No. Showing Group Net Income: Per Cent 
Number Number Improvement (Combined Change in 
Reporting Showing (1942 vs. Incomes Minus Group Net Income 
Industry To Date Net Income 1941) Combined Losses) (1942 vs. 1941) 
Amusement. . . . . 10 10 6 $ 55.911,000 +26.7% 
Automobile. . . . . 51 51 18 289,498.000 —18.9 
Avidtion . . 6 ss « 1] 10 70.895.000 + 9.6 
Building 21 20 l 37.156.000 —17.7 
Business & Office Equip. 7 7 l 25.212.000 —16.6 
Chemical. . 57 57 13 293.549.000 —19.2 
| Electrical Equipment . BB 13 5 82.048.000 —20.7 
Farm Machinery . . . 6 6 0 52.162.000 —13.1 
Puneet el SS 24 8 58,871,000 —— 2 
Food .. 1() 40 13 193.316.000 — 7.4 
Garment Manufacturers 5 5 2 5.034.000 a el 
Land & Realty 3 2 0 127.000 —44.2 
boamer <« 5 ss ss YB 12 2 18.305.000 = Go 
Machinery & Metal . 65 64 13 125.972.000 —21.0 
Mining : ~ we 27 1] 107,585.000 — 0.6 
Paper & Publishing . ee 21 3 33.237.000 —13.1 
Petroleum ... . . 28 28 7 241.325.000 ie 
Railroad . . . 59 57 13 825.869.000 174.5 
Retail Mere handisi sing . 45 13 13 160.809,000 a 
Rubber. wees = * 5 $7,427,000 — 3.5 
Shipbuilding & Oper. 5 5 3 11.379.000 + §,.1 
Shipping Services . . 4 3 3 1.398.000 —19.5 
Steel, Iron & Coke . . 35 35 7 201.118.000 —32.2 
Same kw ee 21 7 $2.000,000 —10.9 
TORSO» 6. es ce 1] 2 71.051.000 —10.2 
All Publie Utilities . . 31 31 9 395.900.000 —12.1 
U.S. Co.’s Oper. Abroad = 12 12 9 $4.256.000 +10.6 
Foreign Companies . . 10 10 5 114.094.000 | 6.4 
Miscellaneous Co.s . . 8 é l 7.920.000 —21.7 
All Companies. . . . 652 641 220 $3.613.424,000 — 2.8 


While aviation companies were able 
to report a g.6 per cent increase for the 
year, a deduction from the figures would 
be that, in view of their tremendous 
volume of war business, profit margins 
were moderate after costs and taxes. 

The figures for individual groups of 
companies reveal a greater resiliency of 
profits than many forecasts looked for 
early in the year. It would be difficult, 
however, to read into them positive in- 
dications of results in 1943. An unde- 
termined item, among others, which 
will reveal itself as time goes on is read- 


justment of war contracts. 














Steel Industry's Record Blunts 
Edge of Conjecture on Competition 


(continued Jrom page 4) 


important steel consuming industries. 
As a case in point, with the farmer fh 
nancially “better off” than ever befor 
and the United States likely to feed the 
world, there should be al good post Wall 
demand for steel from agriculture. 
Then, too, in the years to come the oil 
industry holds the promise of returning 
to its pre-wal 


importance inasmuch as 


drilling has been below the theoreti 
cally required level. 

From all accounts, the tin container is 
sll the most efficient packaging me 
dium, with the result that a normal com 
modity and tin supply situation will 
spell greater demand for steel. 

It is doubtful that the makers of re 
frigerators, washing machines, electrical 


will 


shift away from steel 


equipment, etc., make a wholsal 
and meanwhile 
War Bond purchases are financing the 
coming peace time demand. 

It laminations of plastics and wood 
will compete with the structural metals 
in the anticipated 


post-war building 


boom, so stainless steel may be a com 
mon roofing material of the future. 
Bearing in mind that each of the in 


dustries mentioned 


has had its usual 
share of steel production cut in varying 
degree by war demand, the table on 


page 4 Is significant. 


Capacity 


To the pessimists, two factors stand 


out in the 


that 


able 


plicate 1ggo’s average operating rate of 


support of their fear 


steel industry will not be to du 
82 per cent in the post-war vears. By 
the end of 1943 our steel making ca 
pacity will be some 71 per cent greater 
than 1937 production and about 53 per 
cent in excess of 1929 production. Tech 


nological developments within the in 
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dustry—the trend to lighter weights and 


better qualities—spell smaller tonnage 
requirements for a comparable job than 
in the past. While there is no denying 
the inference of these considerations, it 
may well be that their significance has 
been overemphasized in the popular 
imagination, 


As testimony in more 


support of a 
sanguine view, attention may be called 
to the following: 

Although the steel industry’s operat 
ing rate averaged only 71.2 per cent in 
the five years ended IQ4l, this period 
by and large turned in a_ respectable 
profit to the major producers. It fol 
lows, therefore, that excess capacity as 


such is “normal” condi- 


a more or less 
tion with which the industry can cope 
successtully. Expressed another way, it 
is natural for the steel industry to be 
geared to meet more than what might 
be termed average demand. 

By the end of 1943 the Government 
will have contributed $900,000,000 to the 
steel industry’s expansion program, or 
some 54 per cent of the total spent on 
new equipment from 1g4t through 1943. 
With 


likely to be “by-passed,” so to speak, 


Government owned _ facilities 


after the war, a substantial part of the 


new capacity may be considered non- 


competitive. 


Peace will find the industry finan- 
cially better able to maintain prices; i.e., 
improved balance sheet positions will 
enable the industry to withstand pres- 
sure to cut prices in order to obtain 
volume. A glance at some balance sheet 


items (below) is pertinent. 


The Steel Stocks 


Although steel production increased 
3-4 per cent in 1942, several companies 
reported lower dollar sales than in 1941 
and others showed a disappointingly 
small increase in pre-tax net. Stemming 
from a wide variety of reasons—such as 
loss of normal markets, expense of con- 
version to war type steels, increases in 
wages and other operating costs—the 
fact remains that in many instances 
gross profit margins declined in 1942. 
In a few cases, relative improvement 
may be shown this year due to special 
factors; but by and large the industry 
probably has reached the point of di- 
minishing returns for the duration, 

The security buyer, however, is more 
interested in the fact that with the in- 
dustry operating well in the excess prot- 
its tax brackets, the Government 1n 
effect will absorb 81 per cent of any 
further increase in cost—or decline in 
gross profits. Hence, for the duration, 
the stockholder’s earnings equity should 
show relatively little change unless taxes 
are increased sharply. 

Looking further ahead, the steel in- 
dustry is in a position where if the “re 
lief provisions” of the 1942 tax bill are 


(continued on page 16) 


Cash and Equiv. Net Working Cap. 


1942 1937 1942 1937 
000 omitted 
Bethlehem Steel Corp. $183,337 $43,801 $205.36] $141,879 
Crucible Steel Co. 18,203 2,682 37,708 16,045 
Inland Steel Co. ; 33,496 17,943 33,895 4? 27) 
Jones & Laughlin Steel Corp. 31,376 5,428 78,067 42347 
Republic Steel Corp. 31,603 14,288 110,420 76,47) 
U. S. Steel Corp. 429.370) 85.96] 523,279 363.406 
Wheeling Steel Corp. 9.6381 2.841 43,636 33.364 
Youngstown Sheet & Tube 34,370 4.654 95 846 57,205 
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One result of these tremendous times 
nay be further additions of women in- 
vestors to the ranks of the stockholders 
of American industry. Through first- 
hand experience in factory and foundry, 
on the railroads and in public utility 
companies, thousands of women are ac- 
quiring an inside view of corporate en- 
terprise, its assets and position in the 
nation’s productive machinery. 

A partner in a New York Stock Ex- 
change firm, now doing his bit by act- 
ing as night supervisor of a shell-making 
plant, reports his surprise at finding 
many overalled workmen who own 
stock in three to six corporations, in- 
cluding shares of the company employ- 
ing them. So it would be merely a de- 
velopment of war industry in a new 
direction to discover that women work- 
ers are investing a part of war-job wages 


in corporate securities. 


A Gradual Gain 


For many years women’s names on 
stockholder lists have been gradually 
increasing in number. In certain cor- 
porations they own more shares than 
are in men’s names: to wit, in the 
United States Steel Corporation, whose 
stock books at the end of 1942 (see the 
table below) showed that 60 per cent 
more of its preferred stock was held in 
the names of women than was owned 
by men. 


The record revealed, furthermore, that 


almost exactly the same number of 


women as men were holders of both 
preferred and common. stocks of the 
corporation. The “net” holders found 


in the fifth tabular column of the statis- 








cComcvest 


poterecedte 





tics are the individual owners of each 
class of stock; some 15,276 individuals 
owned both classes. The statistics are 
reproduced from the Steel Corporation’s 


pamphlet report for last: year. 
Women Hold Junior Stocks 


Conventionally, women might be ex- 
pected to be more partial to a corpora- 
tion’s preferred stock, with its stipulated 
rate of dividend, than to the junior 
equity. The opposite is seen in the 
U.S. Steel breakdown of holdings. . . . 
the 2,053,609 shares of common owned 
by women not only exceeded their pre- 
ferred holdings by a wide margin, but 
the block comprised nearly one-quarter 
of the corporation’s 8,703,811 outstand 
ing shares of common, A 25 per cent 


interest in any business carries with it 


a not inconsequential voice in the man 
agement. 

Ownership of Steel preferred at the 
end of last year by fiduciaries—trust 
funds, ete—looked smaller than might 
have been expected. While there were 
75529 of such holders of record, the ay 
erage held was only about 65 shares. 
The total for this category—4g99,745- 
was substantially less than the number 
of preferred shares held in the names 


of “brokers and others.” 
Public's Holdings 


The size of the floating supply of 
common stock—2,784,120 shares in brok 
erage accounts, principally—offered a 
kind of definition of what a “seasoned” 
corporation is in the securities market. 
The total, conventionally considered as 
stock available for trading purposes on 
the Stock Exchange, amounted to less 
than 33 per cent of the outstanding 
shares. The remaining 67 per cent, a 
sizable percentage, was held in indi 
vidual or corporate names, reflecting 
the public’s practical interest in the 


company. 





INDIVIDUAL AND INSTITUTIONAL HOLDINGS 
OF STOCKS OF U. S. STEEL CORPORATION 


» 7 
Preferred 


Holders Shares 


Charitable, Educational, Ete. 924 89.079 
Insurance Companies .—. 114 107.536 
Other Companies . .. 642 134,449 
Fiduciaries fe tee gh hin RP ot 7.929 199,748 
Individuals—Women 36,732 1,112;305 
Individuals—Men 20,710 730,144 
Brokers and Others... 3.814 569.550 

Total . . . . . 70.465 3,602.81] 


* 15.276 hold both classes otf stock. 
The distribution shown 1s of stockholders of record 
1942 in the total of issued shares. 


Common Total 

Holders Shares Holders (Net) Shures 
360 18.282 1,189 137.361 
86 39,599 173 147.135 
1,506 369,736 1.982 904,185 
5,918 189,093 12,138 988.841 
65.518 2.053.609 95.110 3.225.914 
80,318 2.918.813 95,136 3.648.957 
9.990 2,784,120 2752 3.353.670 
163,296 8.703.252 218.485" 12.306.063 


as at December 31, 1942. There was no change in 








Middle-Ground 
Range of Stocks 


(continued from page 7) 


priced territory before the late Winter 
and Spring market advance began to 
gather headway; but in making the 
selections, some attention was paid to 
one factor. Stocks which had_ lately 
been bid upward from rather low levels 
to points substantially above $25 a share 
were not included. In fact, an element 
of choice was relative price stability; 
practically all of the 4o were selling 
higher on April 1 than on February 15 
but in only a few cases was it felt that 
concerted speculative buying had acted 


Rubber 


shares, it will be noted, are omitted from 


to carry them up. company 
the roster, although on April 1 prices 


alone they were entitled to a place on it. 


Why Price Differences? 

When the stocks of the list are exam- 
ined and compared with many other 
stocks equally well-known by corporate 
name but selling at lower prices, the 
explanations for price differences are 
not always easily arrived at. 

Current earnings? Some of the com- 
mon stocks in last month’s table, selling 
under $25 a share on March 1 had the 
benefit of 1942 earnings which were 
larger per share than in case of numer- 
ous issues in the group on page 7. 

Dividend records? Not to an extent 
that might be surmised by a casual 
glance at the stocks. Of last month’s 4o 
issues selling under $25 a share, 22 had 
an uneven dividend experience in the 
1930's, While no less than 18 of the $25 
to $45 group also omitted payments in 
several recent years. 

Corporate age? Many of the lower- 
priced stocks named last month were 
much older than those collated here. 

Investment and speculative popular- 
ity? Practically no stress could be laid 


on these elements in an effort to differ- 
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entiate between the lists because “popu- 
lar” stocks are plentiful in both. And 
yet an approach from the vantage point 
of popularity might uncover an element 
having to do with price differences. 
The kind of popularity involved would 
deal more with products and_ trade- 


marks than with names alone. 
Natural Resources 


Copper and petroleum are influential 
upon investment and speculative atti- 
tudes toward stocks because everyone 


knows 


about important natural _ re- 


sources; and several corporate repre- 
sentatives of these industries are in the 
list of go. Advertised trade-marks of 
goods manufactured or marketed by 
certain companies whose stocks are in 
the list have, in all probability, a bear- 
ing upon prices which buyers are ready 
to pay for them. 

Assets and quality of corporate man- 
agement? These elements figure impor- 
tantly in both investment and specula- 
tive preferences for stocks. But no 
blanket assumptions in regard to either 
of these economic forces can be made 
to apply to a stock list. The relation- 
ship of asset values to a corporation’s 
stock price is a matter of individual cal- 
culation; likewise the caliber of man- 
agement, notably in times like the 
present when new products beckon and 
inventions unthought of a few years ago 
are coloring the industrial picture. 

The table of stocks, their prices and 
dividend records, have worth largely in 
directing attention to the value of re- 
search in order to determine the weight 
of such elements as those here named in 
establishing the prices of individual 
issues. 

And when prices are examined, fur- 
thermore, allowance is made for fluc- 
tuations. The investor is usually less con- 
cerned about price at any one moment 
than about a price range within which 
he seeks to determine worth to his sat- 


isfaction. 


Steel Industry’s 
Record Blunts Edge 
of Conjecture 


(continued from page 14) 


not changed, the Government in effect 
will finance the post-war readjustment. 
For example, a company with a $300,- 
000,000 net before taxes in 1942, and 
an EPT 


which has a $70,000,000 operating loss 


exemption of $125,000,000, 
in 1944, would be entitled to a tax re- 
fund of $115,500,000 on 1942 taxes of 
$207,500,000. More immediately, the 
earnings statements of the past two 
years reveal an understatement of earn- 
ing power because of sharp increases in 
depreciation and charge-offs for con 


tingency reserves. 


The deductions based on factual ma- 
terial which are expressed in the fore- 
going article are the author's and do not 
necessarily reflect THt ExcHANGE’s point 
of view. The names of securities in the 
text are mentioned solely for purpose of 


illustration of the theme. 


Essential Facts... . 
How To Acquire Them 


(continued from page 12) 


of a corporation’s earnings and “worth.” 
Corresponding information may be 
found in the statements of all companies 
listed on the Stock Exchange. And in- 
terpretation, while somewhat different 
in an industrial company report from a 
railroad or public utility, follows similar 
lines. 

As to the final question—what as- 
sistance may a prospective investor find? 
—the answer lies in the experienced 
research facilities which have grown up 
in recent years. The hard years of the 
1930's brought into action closer and 


more effective study of corporate phe- 


p 


d 


nomena than any other decade has pro- 
duced. 


for investors of the 1940’s. 


The results are a genuine asset 


lor large and small prospective buy- 
ers of securities, assistance is freely 
oflered—for the acquisition of informa- 
tion—in brokerage and bond houses. 
Many Stock Exchange firms maintain 
research staffs for the work; all Stock 
Exchange houses have the necessary 
manuals of statistics and easy access to 
sources of current facts, if they do not 
employ special services. 


Banks are equipped to obtain needed 


information for their clients. The well- 
springs of facts are widely distributed, 
only waiting for investors to seek them 
and to ask, also, for personal help in 
making interpretations of assembled 
statistics. 

For the owner of a portfolio of secur- 
ities, or an investor who plans to man- 
age the investment of large sums of 
cash, the payment of a moderate fee— 
usually 1, of 1 per cent of the principal 
amount involved per year, or less—will 
engage a trained personnel to advise on 


an investment account, either in a pri- 


vate advisory organization or in the in 


vestment advisory department of a 
reputable brokerage firm. 

Stock Exchange firms have added to 
their facilities for imparting informa 
tion to customers since the wide-spread 
interest in listed stocks and bonds de 
veloped last year. Upwards of 40 houses 
are registered with the Securities and 
Exchange Commission under the In 


vestment Advisers Act, empowered to 


render advisory service on a fee basis. 





MONTH END D 
Shares Listed 
Share Issues Listed 


Par Value of Bonds Listed 


MONTHLY STATISTICS—NEW YORK STOCK EXCHANGE 


patina 


ATA MARCH 
(Mil.) 1,169 
(No.) 1.239 
(Mil. $) 72.856 


Bond Issues Listed : (No.) L133 

Total Stock and/or Bond Issuers (No.) 1,200 

Market Value of Listed Shares (Mil. S$) 15.816 

Market Value of Listed Bonds . (Mil. $) 71.575 

Market Value of All Listed Securities (Mil. §) 117,421 

Flat Average Price ~All Share Issues (S$) 413.22 

Shares: Market Value — Shares Listed ($) 31.20 
Bonds: Market Value — Par Value ($) 98.214 
Stock Price Index (12/31/24=100) (%) 62.1 

Shares in Short Interest* (Thou.) 775 

Member Borrowings* er ee eee ee (Mil. $) 387 

Per Cent of Market Value of Listed Shares 2. 2. 2. 2 0. (%) 0.84 

N. ¥. S. E. Members’ Branch Offices (No.) 751 

Total Non-Member Correspondent Offices (No.) 2.353 


DATA FOR FULL MONTH 
Reported Share Volume ; 
Daily Average (Inel. Saturdays) 
Daily Average (Exel. Saturdays) 
Ratio to Listed Shares aera 
Total Share Volume (Incl. Odd Lots) * 
Money Value of Total Share Sales* 
Reported Bond Volume (Par Value) 
Daily Average (Incl. Saturdays) 
Daily Average (Exel. Saturdays) 
Ratio to Par Value of Listed Bonds 
Total Bond Volume (Par Value) * 
Money Value of Total Bond Sales* 
N. Y. S. E. Memberships Transferred . 


Average Price 


*Ttems are as of ledgers which normally reflect: transactions 


(Thou. 
(Thou. 
(Thou. 


¢ 
(%) 


(Thou.) 
(Thou. $) 
(Thou. §) 
(Thou. $) 
(Thou. S) 
(%) 
(Thou. §) 
(Thou. $) 
(No.) 


«s) 


36.997 
1.370 
1.482 


929 


o 


197.869 
18.440 
20.124 

683 


i 
33.750 


1943 
= 1942 
FEBRUARY JANUARY MARCH 
1.170 1.470 1.169 
1,241 1.210 1.238 
72.962 72.880 60.579 
1.133 1,132 1.166 
1.201 1.203 1.213 
13.539 11.410 32.844 
71.316 71.039 58.110 
114.885 112.449 90.985 
41.17 39.63 34.52 
29.61 28.16 22.36 
97.79 97AT 95.97 
59.0 56.1 14.5 
664 579 514 
356 331 330 
0.82 0.80 1.01 
748 747 832 
2.388 2.414 2.718 
24.434 18.032 8.588 
1.111 721 330 
1.199 795 357 
1.66 123 0.59 
29.285 21.682 12.175 
527.520 132.974 287.785 
252,255 302.817 263.055 
11.4166 12.113 10.117 
12.285 13.320 11.008 
316 ALS ABS 
259.290 310.531 286.211 
122.202 132,378 121.066 
5 3 5 
28.200 28.000 18.666 


up to the close of the second full preceding business day. 











Victory rally twenty-five years ago at Broad and 
Wall Streets, New York City. (Photo, Brown Bros.) 


‘ Before, 
ll Do It Again!” 


There was warmth in the air this day twenty-five years ago at 
Broad and Wall Streets in New York—zmuch like today. 

There was something else in the air, too. Confidence and hope! 
A certainty of victory! Determination of everyone to get the job 
done, and, with God’s help, done quickly! 

Now—as on the day this picture was taken—the victory is not 
yet won. But now—as on that day—we see how it is to be won. 
And if we do as we did then, each to bis utmost, our victory 
may come far quicker than we dream, just as it did twenty- -five 
ago. 

That is why this Second War Loan drive is the Number 
responsibility of every one of us. 


vears 


One 


Get Into the Fight!” That was the war cry on the home front 
in World War I. The way that America responded then did 
much to cut months, perhaps years, from the war. “They Give 
Their Lives ... You Lend Your Money.” This is today’s war cry. 
And it can have but one answer from ev ery one of us: 

“We did it before 
As members and member firms of the New York Stock Exchange, 
our complete facilities are at your disposal without charge in 
selecting the series or maturities to meet your needs. 


. we'll do it again!” 


MEMBERS AND MEMBER FIRMS OF THE NEW YORK STOCK EXCHANGE 
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Quick facts about the 


Second War Loan 


country urges every American to invest in his 


Government's securities to the limit of his abilities. 


W hat Is The Goal? 


Thirteen billion dollars in April. Of this sum, 
eight billion dollars are to be raised in loans, 
paying substantial interest, from individuals 
and private enterprises, and five billion dollars 
are to be borrowed from banking sources. 


What Are The Government Securities 
Offered In This Drive? 


There is an issue to meet precisely the needs 
and abilities of every type of individual or busi- 
ness. These offerings include: 


%g~ Treasury Certifi- 214° Treasury Bonds 
cates of Indebtedness of 1964-1969 
—Series B-1944 

United States War 


Treasury Tax Savings ss : 
: 5 Bonds—Series E 


Notes—Series C 
United States Savings 
Bonds—Series F 


Treasury Bonds of 
1950-1952 


United States Savings 
Bonds—Series G 


Will Existing Pledges To Buy War Bonds 
Apply Against This Goal? 


Definitely, yes. War Bonds bought under regu- 
lar purchase programs will be credited against 
the quota for April. It is urged that investors 
with such programs step up their April sub- 
scriptions while others inaugurate such pro- 
grams of regular subscription at once. 

















